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ABSTRACT

A

s the coronavirus emerged in china and
spread, globally, authorities have acted
to limit its spread. Experience with similar
diseases reveals that while the human costs
are significant, the bulk of the economic
costs are due to the preventive behaviour
of individuals and the transmission control
policies of governments. Meanwhile, the
dollar value of world merchandise exports
in 2019 fell by 3% to US $18.89 trillion. In
contrast, world commercial services trade
increased in 2019, with exports in dollar
terms rising by 2% to US $ 6.03 trillion.
Early indications of the economic costs
and the magnitude of estimated impacts
demonstrate the need for a co-ordinated
international response to the crisis. A
global crisis requires a global response and
there is a need for global collaboration not
just on health, but also on trade, finance
and macroeconomic policies.

INTRODUCTION

Many countries of the world took action to limit
the spread, through social isolation policies,
such as shutting educational institutions,
limiting work and restricting the mobility
of people. The preventive actions have had
an immediate and significant impact on all
economies, and through trade and tourism on
partner economies.
The first impact is on health sector which has
forced governments to take unprecedented
measures to protect people’s lives. The
immediate goal is to bring the pandemic under
control and mitigate the economic damage to
people, companies and countries.
The unavoidable declines in trade and output
will have painful consequences for households
and business. Trade was already slowing in
2019 before the virus struck, weighted down
by trade tensions and slowing economic
growth. World merchandise trade registered
a slight decline for the year of – 0.1% in
volume terms after rising by 2.9% in the
previous year. Meanwhile, the dollar value

of world merchandise exports in 2019 fell by
3% to US $18.89 trillion. In contrast, world
commercial services trade increased in 2019,
with exports in dollar terms rising by 2% to
US $ 6.03 trillion.
Future trade performance as summarized in
Table 1 is thus best understood in terms of two
distinct scenarios 1) a relatively optimistic
scenario, with a sharp drop in trade followed
by a recovery starting in the second half of
2020, and 2) a more pessimistic scenario with
a steeper initial decline and a more prolonged
and incomplete recovery.
After the financial crisis of 2008-09, trade
never returned to its previous trend. A strong
rebound is more likely if businesses and
consumers view the pandemic as a temporary
one. In this case, spending on investment
goods and consumer durables could resume
at close to previous levels once the crisis
abates. On the other hand, if the outbreak
is prolonged and/ or recurring uncertainty
becomes pervasive, households and business
are likely to spend more cautiously.
Under both scenarious, all regions will suffer
double-digit declines in exports and imports
in 2020, except for ‘ Other regions’ (which
is comprised of Africa, Middle East and
Commonwealth independent states (CIS)
including associate and former member
states). This relatively small estimated
decline in exports stems from the fact that
countries from these regions rely heavily on
exports of energy products, demand for which
is relatively unaffected by fluctuating prices.
If the pandemic is brought under control and
trade starts to expand again, most regions
could record double- digit rebounds in

2021 of around 21% in the optimistic
scenario and 24% in the pessimistic
scenario- albeit from a much lower base
(Table1). The extent of uncertainty is
very high and it is well within the realm
of possibilities that for both 2020 and
2021 the outcomes could be above or
below these outcomes.
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products, Machinery and equipment
nec, Motor vehicles and parts,
Transport equipment nec, Other
manufacturing; Services – Electricity,
Construction, Trade incl. warehousing,
Accommodation, food and service
activities, Water transport, Air transport,
Other transport, Communications,
Recreational and other services,
Other services; Natural resources Natural resource products, Fossil fuel
extraction; Domestic services affected
by pandemic - Trade, Accommodation,
food and service activities, Water
transport, Air transport, Other transport,
Recreational and other services; Traded
tourist services - Accommodation, food
and service activities, Water transport,
Air
transport,
Other
transport,
Recreational and other services.
Source: Envisage simulations

coping with the health and economic
consequences of the outbreak.
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Under the amplified global pandemic
scenario, Thailand, for example, is
expected to record an aggregate output
loss of 5.3%, the largest drop among
the developing countries. All sectors
would see a decline of output, but the
biggest percentage drops are recorded
in transport, services, recreational
activities
and
accommodation
(
between 10% and 20%). However the
sectors that suffer the most in absolute
terms include trade and selected
agricultural (crops) and manufacturing
goods (chemicals, electronics, refined
oil). These are the real impacts on the
volume of output.
Early indications of the economic
costs and the magnitude of estimated
impacts demonstrate the need for a
co-ordinated international response
to the crisis. A global crisis requires
a global response and there is a need
for global collaboration not just on
health, but also on trade, finance and
macroeconomic policies. Fortunately
global institutions are beginning
to catalyze and co-ordinate global
efforts, as well as to provide technical
and financial support to countries
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